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Dear Officials of Federal Bank and Thrift Agencies:

As amember of the National Canmmuniity Reinvestment Coalition, TELACU Caommunirty Capital
urges you to Withdraw the proposed changes to the Community Reinvestment Act (CRA)
regulations. CRA has been instrumental in Increasing access to homeownership, boosting
economicdevelopment, and expanding small businesses in the nation's minority, immigrant, and
low- and moderate-income communities. Your proposed changes are contrary to the CRA
statute because they will halt the progress made in community reinvestment.

The proposed CRA changes will thwart the Administration's goals of improving the economic
status of immigrants and creating 5.5 milllian new minority homeowners by the end of the
decade. Instead, the proposed CRA changes would facilitate predatory lending and reduce the
ability of the general public to hold firancial institutions accountable for compliance with
consumer protection laws.

The proposed changes include three major elements: 1)provide strearnlined and cursory exams
for banks with assets between $250 million and $500 million; 2) establish a weak predatory
lending compliance standard under CRA; and 3) expand data collection and reporting for small
business and home lending. The beneficial impacts of the third proposal are overwhelmed by the
damage imposed by the first two proposals. In addition, the federal banking agencies did not
update procedures regarding affiliates and assessment areas in their proposal, and thus missed a
vital opportunity to continue CRA's effectiveness.

1

[80-4 500/100°d §08-L 61908EBEZE 1\111d¥3 AL INNIWKOD NOY13L-WO¥4 ge:2l  v00Z-¥0-€0



Streamlined and Curgory Exams. Under the current CRA regulations, large banks with assets of
at least $250 millin are rated by performance evaluations that scrutinize their level of lending,
investing, and Servicesto low- and moderate-income communities. The proposed changes will
eliminate the investment and setvice patts of the CRA exam for banks and thrifts with assets
between $250 and $500 million. The proposed changes would reduce the rigor of CRA exams
for 1,11 1. banks that account for more than $387 billion in assets.

The elimination of the investmentand service tests for more than 1,100 banks translates into
considerably less access to banking services and capital for underserved communities. For
example, these banks would no longer be held accountable under CRA exams fot investing in
Low Income Housing Tax Credits, which have been a mjor source of affordable rental housing
needed by latge numbers o f immigrants and lower income segments of the minority population.
Likemise, the banks would no longer be held accountable for the provision of bank branches,
checking accounts, Individual Development Accounts (IDAs), a- debit card services. Thus, the
effectiveness of the Administration’s housing and community development programs would be
diminished, Moreover, the federal bank agencieswill fail to enforce CRA’s statutory
regurevat that banks have a continuing and affirmative doligationto serve credit and deposit
needs if they eliminate the investmentand service test for a large subset of depository
institutions.

Predatorv Lending Standard. The proposed CRA changes contain an auti-predatory screen that
will actually perpetuate abusive lending. The proposed standard states that loans based on the
foreclosure value of the Collated, instead of the ability of the borrower to repay, can result in
downgrades in CRA ratings. The asset-based standard falls short because it will not cover many
instances of predatory lending. For example, abusive lending would not tesult in lower CRA
ratings when it strips equity without leading to delinquency or foreclosure. In other words,
borrowets can have the necessary income to afford monthly payments, but they ate still losing
wealth as a result of a lendst’s excessive fees or unnecessary products.

CRA exams will allav abusive lending if they contain the proposed anti-predatory standard thek
does not address the problems of the packing of feesinto mortgage loans, high prepayment
penalties, loan flipping, mandatory arbitration, and other numerous abuses, Rigorous fair
lending audits and severe penalties on CRA exams for abusive lending are necessary in order to
ensute that the new minotity homeowners served by the Administration are protected, but the
proposed predatory lending standard will not provide the necessary protections. In addition, an
anti-predatory standard must apply to all loans made by the bank and all of its affiliates, notjust

real-estate secured loans issued by the bank Inits “assessment area” as proposed by the agencies.

By shieldingbanks from the consequences of abusive lending, the proposed standard will
frustrate CRA’s statutory requirement that banks serve low- and moderate-income communities
consistent with safety and soundness.

Enhanced data disclosure, The federal agencies propose that they will publicly report the specifi
census tract location of small. businesses receiving loans in addition to the cutrent items in the
CRA small business data for each depository institution. This will improve the ability of the
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general public to determine if banks are serving traditionally neglected neighborhoods with Srall
business loans. Also the regulators propose separately reporting purchases from loan
originationson CRA exams and separately reporting high cost lending (per the new HMDA data
requirement starting with the 2004 data).

The positive aspects of the proposed data enhancements do not begin to melke up for the
significant harm caused by the first two proposals. Furthermore, the federal agencies are tiot
utilizing the data enhancements IN order to make CRA exams more rigorous, The agencies must
not merely reportthe new data on CRA exams, but must use the new data to provide less weight
on CRA exams to high cost lcans than prime loans and assign lass weight for purchases than
loan originations.

Missed Opportunity to Update Exam Procedures: The agencies also failed to close gaping
loopholes in the CRA regulation. Bartks can still elect to include affiliates on CRA exams at

treir option. They can thus manipulate their CRA exams by excluding affiliates not serving low-
and moderate-iticome borrowers and excluding affiliates engaged in predatory lending, The
game playing with affiliates will end only if the federal agencies require that all affiliates be
included onexams. Lastly, the proposed changes do not address the need to update assessment
areas to include geographical areas beyond bank branches, Many banks make considerable
portions of their loans beyond their branches; this non-branch lending activity will not be
scrutinized by CRA exams.

The proposed changes to CRA will directly undercut the Administration's emphasis on minority
homeownership and Inmigrantaccess to jobs and bankiing services. The proposals regarding
streatlitted exams and the anti-predatory lending standard threaten CRA’s statutory purpose of
the safe and sound provision of credit and deposit services. The proposed data enhancements
would become much nore neenirgful if the agencies update procedures regarding assessment
areas, affiliates, and the treatment of high cost loans and purchases on CRA exams. CRA is
simply alaw that makes capitalism work for all Americans. CRA is t00 vital to be gutted by
harmful regulatory changes and neglect. Thank you for your attention to this critical matter.

National Camunity Reinvestment Coalrtion
President George W. Bush
Treasury Secretary JohnW. Snow

TELACU
|30-4 500/E00°d  G08-L 6/308E8E2E WLIdYD ALINNWAGD NOYI3L-NO¥ ge:2l  ¥00z-y0-E0



TELACU Community Capital

MISSION STATEMENT ]
A self-sufficient non-profit public henefit corporation that provides needed access to capitalfor small businesses located
in low-to-moderate income communities of Los Angeles ard Orange Counties.

CORE PROGRAMS
»  Economic Development Lending

o Revolving L.oan Fund (RLF) - fimded in 1981by the U. S. Department of Commerce, Economic
Development Administration (EDA). This loan fund provides finaticing to businesses located in the
Greater East Los Angeles Special Trupact Atea. (SIA), an area characterized by deteriorated
commercial/retail space and little capital investmentwhich results in chronic unemployment, Loans range
in size fron $20.000 to $100,000.

o Financia) Restructuring Assistance Program (FRAP) RLF - funded in 1995by the U.S.Department of
Commerce Econoruic Development Administration (EDA) after the 1994 Northridge Earthquake, This
program focuses onjob creation and economic developmentuader circumstancesof Presidential Declared
disasters and for disaster mitigation. Loans must be located in the (ity of Los Angeles. However. loans
may be made outside the ity within Los Angeles Gounty with the concutrence of the county government.
Loans range in size from $50.000 t $750.000.

o Small Business Loan Fund (SBLF) - launched in December 2001 with $150,000 seed capital from
TELACU. TCC’s parent corporation, the Small Business Loan Fund is funded by local financial
institutions that have partnered with TELACU Community Capital to provide small business loans to
businesses located n low-incomeareas of Los Angeles County. Santa Apa and Anzheim. Loans range in
size from $20,000 to $350,000.

e Business Management \Workshops - Designed for existing small businesses, these “financial literacy’“ workshops
provide business owners with the tools needed to be a successful business manager and loan candidate. Two
workshops are offered in either Spanish or English: Business Evaluation and Business Financial Management.

PRIMARY COMMUNITIES SERVED:

SoutheastLos Angeles County: Includes the Greater East Los Angeles CEDS areawhich consists of 69 contiguouscensus
tracts that comprisc the City of Commerce, partions ofthe Cities of Los Angeles, Montebello, Monterey Park,the
unincorporated area of East Las Angeles County, and the (ities of Diamond Bar, La Verne, Pomona. and San Dimas. This
area’s ot population is 392.514. Unemployment rate is 6.636. Median Income is $39,504. Arftythreepercent of
population IS between the ages of 18-44: Ethnic Breakdown is Higanic (69.2%), Asian Pacific Islander (11.6%) and Black
(B-90) source: Greater East Lot Angeles Comprehensive Economic Development Strategy, 2002 update I addition, TCC also serves the
geographic area located south of the San Bemardino Freeway and east of the 710 Freeway.

Santa Ana/Anabetm Metropolitan Area:  Comprised of 52 contiguouscensus tracts that include the (iy of Santa Ana,
Anaheim. and eertain sections of Fullerton. Overall geographic makeup of the City of Santa Ana and Anaheim respectively
is: Total Population is 317.700 and 310,664;Ethnic Breakdown is Hispanic (76.29% & 38%). Asian Pacific Islander

(1041% & 10.44)and Black (1.6A & 2.33f). Median Income is $37.066 & $42,659: Source: MCIC Orange County TCC
Investment Profiles and City WebSites.

LOAN ACTIVITY AND ECONOMIC IMPACT (as of 12/31/03)
s ol direct lending activity: $9,751,750
Total funds leveraged through ce-lending transactions: $16,751,486
Toal loans made: 55
Funds committed : $500,000
Total jobs created/saved: 1125
Percentage of Joans to minority owned borrowers: 75%
Percentage 0floans to women owned businesses: 13%
Total number participants in the Business Management Workshops; 90
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TCCHISTORY

e 1981. TELACU Revolving Loan Fund established to provide loans to businesses located in the Greater East LOS
Angcles Special Impact Area (SIA).

e 1994 - TELACU FRAP established to provide financial assistance to businesses impacted by the Nerthridge
Earthquake. Criteria was expanded to include loans in the recovery firan other Presidential declared disasters and
disaster mrtigation.

o 1999- TELACU Community Capital (TCC) is incorporatedas a 501(c) 3 public benefit corporation. TCC becomes
aMicroloan Intenmediary for The Los Angeles Community Development Bank (LACDE)

2000 - TCC is certified as a California Fr@@ Lender and Broker.
2001 - TCC receives $75,000 CDFI Technical Assistance grant from the U.S. Department of Treeslry. TCC Small
Business Loan Fund is established with $150,000 capital grant fran TELACU.

® 2002 - TCCbecomes the successor to TELACU EDA FRAP and RLF economic development loan programs. TCC
is certified as a Cammunity Finazcial DevelopmentInstitution (COFI).-

e 2003-TCCofficially launches the Sralll Business Loan Fund. with debt capital provided by Contributing Lenders

TCCPROFILE

Cettified California Finance Lenderand Broker. CaliforniaDepartment of Corporations

Certified Community Development Financial Institution (CDF1), U.S.Treasury Department

Gartified Community Development Financial Institution (CDFI), State of California COIN

CaliformiaCapital Access Program (CalCAP) Qualified Lender

Community Partrer. California Economic Development Lending Initiative (CEDLI)

Marbet. Association for Etarprise Opportunity. (AEO), California Associationfor Microenterprise Opportunity
(CAMEO) ,California Community Economic Development Association(CCEDA). California Community
Reinvestment Committee, (CRC), Nataaal Community Capital Association, National Cammunity Reinvestment:
Committee (NCRC)

e Member. Boyle Heights Chamber of Commerce. ELA Chamber of Commerce, LOS Angeles Chamber of )
Commetce. Orange CoImy Business Council Economic Development Advisory Group, Orange Gounty HigamC
Chamber of Commerce. Latin Business Association

o & 0 0 s o

FUNDING SOURCES
e Economic Development Acninistratian (EDA) = U. S. Depattment of Commerce
o Community Development Financial Irstitution(CD 1) = U_S_Department of the Tressry
e The East:Los Angeles Community Union (TELACU)
* The Los Angeles Community Development Bank (1999-2000)
e  Small Business Loan Fund Contributing Lenders —Citibank, Comerica Bank, HSBC Bank. Manufacturers Bank,

Mellon 1* Business Bauk. Nara Bark. Pacific western National Bank. Wilshire State Bank, and US Bank
o Other Funders- Cititgroup Foundation. First Republic Bank, DaimlerChrysler, Union Bank

FOR MORE INFORMATION CONTACT: Mari Riddle, Executive Director

TELACU Community Capital
anon-profit public benefitcorporation
1250 Goodrich Boulcvard
Los Angeles, CA 90022

323.838.8556

714.541.6974

Fax 323.838.0619
mriddle@telacu.com
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